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IRELAND: KEY ECONOMIC INDICATORS 


All values are in Irish pounds Year % Change 
1981 1981/82 


Average exchange rate Irish £1 = $1.62 
INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 10049m 11790m* 
GNP at Constant (1975) Prices 4420m 4376m* 
Per Capita GNP Current Prices 2919 3390* 
Private Consumer Expenditure 6628m 7250m* 
Gr. Dom. Fixed Capital Formation 3089m 3125m* 
Indices: 

a. Industrial Production (1973=100) 133.0 133.6 
b. Retail Sales, Volume (1975=100) 119 112** 
Labor Force (000) April 1247 1275 
Unemployment Rate (%) (April) 10.5 11.8 


MONEY AND PRICES 


Money Supply (Ml annual average) 
Interest Rates: Central Bank - (Dec.) 

Associated Banks O/D - (Dec.) 
Consumer Price (1975=100) 


BALANCE OF PAYMENTS AND TRADE 


Gold & For. Exch. Reserves (Dec.) 1346m = 1473m 1594m 
External Gov. Debt (Dec.) 2207m =: 37 25m 5126m# 
Current Account (-) 725m 1432m 1000m* 
Balance of Trade (-) 1290m 1800m 1128m* 
Exports 4131m 4775m 5691m* 
US Share (4%) 5.2 6.4 Tel 
Imports 5419m 6575m 6819m* 
US Share (4%) 8.7 11.7 12.8 


Main US Exports to Ireland (according to Irish trade statistics 1981): 

office machines and automatic data processing equipment and components 
(IR£189m); electrical machinery, apparatus and appliances (IR£73m); 
miscellaneous manufactured articles (IR£39m); feeding stuff for animals 
(primarily soya) (IR£39m); power generating machinery and equipment (IR£38m). 


Main US Imports from Ireland (according to Irish trade statistics 1981): 
beverages (IR£32m); electrical machinery, apparatus and appliances 
(IRE27m); non-metallic mineral manufactures (IR£25m); chemical materials 
and products (IR£25m); professional, scientific and controlling apparatus 
(IR£18m). 


* Estimate; m - million; # September 1982; ** Jan-Nov. 1982. 





SUMMARY: 


Ireland, in common with most of Western Europe, continued to suffer from 
economic stagnation and rising unemployment in 1982. Gross National Product 
(GNP) declined by about one percent in 1982, after increases of about one 
percent in each of the two previous years. By the beginning of 1983, 
unemployment had risen to over 13 percent of the labor force. Youth 
unemployment has doubled since 1980. 


Despite this generally gloomy performance, the Irish economy improved in some 
respects in 1982. The rate of inflation decreased faster than expected: 
consumer prices at the end of 1982 were 12 percent higher than at the 
beginning of the year, after increases of over 20 percent in 1981. Spurred 
by a vigorous expansion in manufacturing exports, the volume of Irish exports 
increased by 5.5 percent in 1982 while import volume decreased by 3.5 
percent. The trade and payments deficits fell significantly. 


Early forecasts for 1983 predict little or no real economic growth. The 
Irish economy is unusually open and dependent on trade. Thus a real recovery 
requires an improvement in the international economic environment. Some 
improvement in this area is predicted in 1983, and demand for Irish exports 
should be somewhat stronger. Unemployment is expected to continue to 
increase in 1983. 


Domestic fiscal policy is severely constrained by: the continuing world 
recession, relatively high inflation; and large budget and trade 
deficits. Despite the strong pressures on the Government to increase 
employment, the January 1983 Budget places priority on reducing deficits. 


Imports from the United States remained almost unchanged in dollar terms in 
1982, at $1.24 billion (c.i.f.). This represented an increase in market 
share, as the volume of imports decreased. The dollar value of Irish exports 
to the U.S. increased by 17 percent. Despite the low rate of overall market 
growth foreseen in 1983, good sales prospects exist for U.S. goods, 
especially in electronic components and some types of capital goods. 


Irish government incentives and a location within the European Economic 
Community continue to attract U.S. investment, although at a slower rate. 
Over 300 American firms now operate in Ireland. Special encouragement is 
given to industries with significant development potential such as 
electronics and health care. 
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I. CURRENT ECONOMIC TRENDS IN IRELAND 


A) Adverse Conditions Persist in 1982: Preliminary estimates of 1982 


economic performance indicate that Gross National Product (GNP) declined by 
one percent, after marginal growth in 1981. Due to the open nature of the 
Irish economy -- the combined total of exports and imports is greater than 
GNP -- Ireland is highly susceptible to external economic factors. The 
continued international economic weakness is keenly felt in Ireland. Despite 
slow growth in Ireland's principal trading partners, especially the United 
Kingdom (which takes 40 percent of Irish exports), export performance was 
quite good in 1982. Manufactured exports, despite depressed external 
conditions, increased over ten percent in volume for the year. Growth was 
concentrated in electronics and chemicals, reflecting the growing and highly 
competitive foreign investment in these areas. 


Ireland's terms of trade improved by about three percent in 1982. The slower 
rate of increase in import costs, together with a reduced volume of imports 
due to depressed domestic demand, contributed to a sharp improvement in the 
balance of trade. The growing burden of debt service payments dampened the 
impact of this improvement on the balance of payments. Nevertheless, the 
balance of payments deficit fell from 14 percent of GNP in 1981 to an 
estimated 8 percent in 1982. 


Agriculture benefited from good weather, reduced inputs and higher prices to 
achieve a healthy nine percent increase in real per capita farm income, 
welcome news after three consecutive years of declining or stagnant farm 
incomes. 


On the expenditure side of GNP, real personal consumption in 1982 declined by- 
6.5 percent. Real disposable income fell by two to three percent, implying 
an increase in the savings rate. 1982 fixed asset investment declined by 7.5 
percent, with an especially sharp drop in private investment. 


Inflation fell significantly in 1982. Consumer prices in 1982 were on 
average 17 percent higher than in 1981, compared to an average 21 percent 
increase the previous year. The rate of increase was declining during the 
year, so that prices at end-1982 were 12 percent higher than at end-1981. 
Despite this improvement, inflation remained higher than in most of Ireland's 
trading partners. 


The most serious economic trend was the relentless rise in unemployment. 
Ireland has a young and rapidly growing (by EC standards) workforce. 
Moreover, there is a steady loss of jobs in the agricultural and older 
manufacturing sectors. Over the past three recessionary years, new job 
creation in industry and services has been inadequate to absorb both new 
entrants to the labor force and those displaced from traditional employment. 
Consequently, since 1979, although employment has increased by 15,000, the 
number of those unemployed increased by 91,000. Unemployment currently 
stands at over 13 percent. 
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The initial hopes raised by substantial offshore oil exploration in the past 
few years are still largely unfulfilled, and exploratory drilling in 1982 was 
at the lowest level in several years. Despite many hydrocarbon traces, there 
have been no discoveries of commercial deposits of oil. A number of new 
drilling commitments were made during the second licensing round, however, 
and 7-8 wells will be drilled in 1983. Exploration is shifting back to the 
shallower and therefore more exploitable Celtic Sea, south of Ireland, after 
several years of concentration on the deeper waters off the west coast. 
Dependence upon imported oil is being reduced by industries switching to 
steam coal for generating electricity and using natural gas rather than 
naptha feedstock for supplying domestic and industrial gas heating needs. 
Nonetheless, Ireland remains dependent upon imported oil for 60 percent of 
total energy requirements. 


B) Poor Outlook for 1983: GNP in 1983 will probably be static or drop 
slightly. Unemployment will worsen by a further two percent as neither the 
state nor private industry will be able to increase output faster than the 
normal growth in productivity. Investment will decline by five percent 
because the harsh 1983 Budget precludes the high level of government activity 
which propped up investment levels in 1981 and 1982. 


To reduce the large government deficit, the 1983 Budget includes new taxes 
and reductions in government programs. Government consumption is projected 
to decline by about two percent in volume. The Budget will remove an 
estimated four percent of GNP from circulation. The provisions for 
increasing Value Added Tax by five percent (up to a maximum 35 percent) and 
other increases in expenditure taxes will raise the consumer price index by 
some three percent, so 1983 consumer prices are expected to rise 1l percent 
on average. 


On the positive side, the balance of payments deficit should decline to about 
six percent of GNP, down from 1982's 8.5 percent. This, together with 
further falls in interest rates, should ease the burden of servicing the 
national debt. 


The volume of exports should grow by 7~9 percent. Despite an expected 
impressive export performance, the rate of growth in the manufacturing sector 
could be lower in 1983. Any growth in the U.S. or OECD economies in 1983 
will help improve the outlook. The volume of imports should grow somewhat 
after destocking in 1982. There is some concern over the effects on trade 
and competitiveness of the recent fall of the pound sterling against the 
currencies of the European Monetary System (including the Irish pound). 

Since 45 percent of Irish trade is still conducted with the United Kingdom, 
many observers are now urging that the Irish pound be realigned within the 
EMS to offset to some degree the effective revaluation against sterling. 
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Widespread wage negotiations will take place in early 1983 for both private 
and public sector workers. The outlook is for relatively moderate wage 
settlements. Real farm incomes should improve slightly, given favourable 
weather conditions. Although total real disposable income will probably be 
stable or decline slightly, the savings rate is likely to return to a more 
normal level. Thus, private consumption may grow slightly in 1983. 


II. IMPLICATIONS FOR THE UNITED STATES 


A) U.S. - Irish Trade Growing: Ireland is a valuable trading partner for 
the United States, purchasing U.S. goods worth over $1.2 billion (c.i.f.) 
annually. Despite the volume decline in total Irish imports in 1982, America 
strengthened its position as Ireland's second largest trading partner, 
increasing its share of Irish imports from 11 to 13 percent. Despite the 
poor economic outlook for 1983, Irish imports should show real growth 
amounting to four percent. There should be a rise in personal consumption in 
1983 as firms compensate for massive destocking in 1982 and as consumers 
reduce their rate of savings. The strong manufacturing export sector has a 
continuing need for capital goods and components. 


The task of U.S. exporters will be complicated by the sharp appreciation of 
the dollar. The Irish pound declined from a high of IR£1 = $2.14 in mid-1980 
to under $1.40 in early 1983. The United Kingdom, which supplies almost half 
of Ireland's imports, has witnessed the decline of its currency against the 
Irish pound by over ten percent in the past 12 months and should prove to be 
a tough trade competitor. 


The market for ancillary equipment and components for major infrastructural 
projects is good. Chief among these projects is the ongoing modernization of 
the telecommunications system and natural gas pipeline construction. Other 
large-scale projects now underway or under consideration include improvement 
of intra-city transport in Dublin, improvement/replacement of railroad 
equipment, and extensive harbor and road development. Consumer goods, 
automotive tools and supplies, and construction and materials handling 
equipment are among many other areas where long-term market prospects are 
favorable. The Irish have discovered the United States as a vacation land 
and there are good long-term prospects in sales of tourist services. 


Energy-related investments provide additional opportunities for exporters. 
Ireland's Electricity Supply Board (ESB) is expanding its coal-fired 
generating capacity. The major contracts for the supply of steam coal have 
already been signed, but opportunities remain in related coal handling 
technology. The ESB is also actively testing alternate energy technologies 
and is interested in new developments in solar power, wind-powered 
generators, and bio mass. 
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On the agricultural front, animal feeds (especially soybean meai) are the 
most important U.S. farming exports in Ireland. There may be a small 
increase in the level of feedstock imports in 1983, primarily because 
domestic production may not be as great as in 1982. Market opportunities for 
consumer food items, including American wine, should be good in.the longer 
term. 


B) Encouragement of Foreign Investment Remains Strong: Successive Irish 
governments have strongly encouraged foreign investment. More than 300 


American firms have begun manufacturing projects in Ireland since 1960 and 
the number continues to rise. A number of U.S. banks and service companies 
are also represented. U.S. investors are prominent in a wide variety of 
industries, including pharmaceuticals, electronics, engineering and textiles, 
and in non-manufacturing areas such as banking and hydrocarbon exploration. 


Many U.S. businessmen find Ireland an attractive location within the European 
Community customs area in which to manufacture for the EC market. Political 
stability, the availability of a well trained, English-speaking workforce and 
hitherto low wage costs have also been important factors. The government has 
actively sought to attract export-oriented foreign industrial investors. An 
imaginative financial incentive program includes capital grants and a 
corporate income tax of only 10 percent for manufacturing firms. Although 
industrial policy is currently under review, which could lead to some changes 
in specific programs, the package of grants and tax incentives provided 
foreigners by the Industrial Development Authority will remain generous. 


Most foreign investors, especially U.S. firms, have experienced relatively 
little time lost due to in-house strikes. Strikes in key service sectors 
have sometimes proved disruptive. The expiration of the National Wage 
Understanding in late 1981 did not lead to an upsurge in labor unrest in 
1982. In the long term economists are worried by the inflation rate, which 
is putting upward pressure on labor costs. 


*% U. S. GOVERNMENT PRINTING OFFICE : 1983—381-007/96 











